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AGENDA OF A REGULAR MEETING - NATIONAL CITY CITY COUNCIL/
COMMUNITY DEVELOPMENT COMMISSION — HOUSING AUTHORITY OF
THE CITY OF NATIONAL CITY

COUNCIL CHAMBERS
CIVIC CENTER
1243 NATIONAL CITY BOULEVARD
NATIONAL CITY, CALIFORNIA

TUESDAY, MAY 16, 2017 - 6:00 PM

ORDER OF BUSINESS: Public sessions of all Regular Meetings of the
City Council / Community Development Commission - Housing
Authority (hereafter referred to as Elected Body) begin at 6:00 p.m. on
the first and third Tuesday of each month. Public Hearings begin at
6:00 p.m. unless otherwise noted. Closed Sessions begin at 5:00 p.m.
or such other time as noted. If a workshop is scheduled, the subject
and time of the workshop will appear on the agenda. The Mayor and
Council members also sit as the Chairperson and Members of the
Board of the Community Development Commission (CDC).

REPORTS: All open session agenda items and reports as well as all
documents and writings distributed to the Elected Body less than 72
hours prior to the meeting, are available for review at the entry to the
Council Chambers. Regular Meetings of the Elected Body are webcast
and archived on the City’s website www.nationalcityca.gov.

PUBLIC COMMENTS: Prior to the Business portion of the agenda, the
Elected Body will receive public comments regarding any matters
within the jurisdiction of the City and/or the Community Development
Commission. Members of the public may also address any item on the
agenda at the time the item is considered by the Elected Body.
Persons who wish to address the Elected Body are requested to fill out
a “Request to Speak” form available at the entrance to the City Council
Chambers, and turn in the completed form to the City Clerk. The Mayor
or Chairperson will separately call for testimony of those persons who
have turned in a “Request to Speak” form. If you wish to speak, please
step to the podium at the appropriate time and state your name and
address (optional) for the record. The time limit established for public
testimony is three minutes per speaker unless a different time limit is
announced. Speakers are encouraged to be brief. The Mayor or
Chairperson may limit the length of comments due to the number of
persons wishing to speak or if comments become repetitious or
irrelevant.

WRITTEN AGENDA: With limited exceptions, the Elected Body may
take action only upon items appearing on the written agenda. Items
not appearing on the agenda must be brought back on a subsequent
agenda unless they are of a demonstrated emergency or urgent
nature, and the need to take action on such items arose after the
agenda was posted.

CONSENT CALENDAR: Consent calendar items involve matters
which are of a routine or noncontroversial nature. All consent items are
adopted by approval of a single motion by the City Council. Prior to
such approval, any item may be removed from the consent portion of
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the agenda and separately considered, upon request of a
Councilmember, a staff member, or a member of the public.

Upon request, this agenda can be made available in appropriate alternative formats to persons with a
disability in compliance with the Americans with Disabilities Act. Please contact the City Clerk’s Office at
(619) 336-4228 to request a disability-related modification or accommodation. Notification 24-hours prior
to the meeting will enable the City to make reasonable arrangements to ensure accessibility to this
meeting.

Spanish audio interpretation is provided during Elected Body Meetings. Audio headphones are available
in the lobby at the beginning of the meeting.

Audio interpretacién en espafiol se proporciona durante sesiones del Consejo Municipal. Los audiéfonos
estan disponibles en el pasillo al principio de la junta.

COUNCIL REQUESTS THAT ALL CELL PHONES AND PAGERS BE TURNED OFF DURING CITY
COUNCIL MEETINGS.
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OPEN TO THE PUBLIC

A. CITY COUNCIL

CALL TO ORDER

ROLL CALL

PLEDGE OF ALLEGIANCE TO THE FLAG

PUBLIC COMMENTS (THREE-MINUTE TIME LIMIT)
PROCLAMATIONS

1. Proclaiming May 21 through May 27, 2017 as "National Public Works
Week"

AWARDS AND RECOGNITIONS
PRESENTATIONS

2. Presentation on Public Works Projects and Quality of Life Program.
(Engineering/Public Works)

3. Update on Alpha Project Homeless Outreach and Pilot Program.
(Neighborhood Services)

4. Community Service Day Summary. (Community Services)

INTERVIEWS / APPOINTMENTS
CONSENT CALENDAR

5. Motion of the City Council of the City of National City approving the
waiving of the reading of the text of the Ordinances considered at this
meeting and providing that such Ordinances shall be introduced and/or
adopted after a reading of the title only. (City Clerk)

6. Resolution of the City Council of the City of National City: 1) accepting the
work performed by Fordyce Construction, Inc. for the Las Palmas Park
Municipal Pool/Camacho Gym/ Fire Station 31 Improvements Project, CIP
No. 16-02; 2) approving the final contract amount of $479,774.07; 3)
ratifying the release of retention in the amount of $23,988.70; and 4)
ratifying the filing of the Notice of Completion for the project.
(Engineering/public Works)
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Resolution of the City Council of the City of National City authorizing staff
to proceed with the development of a recommendation to establish a trust
or trusts to prefund its unfunded pension and/or OPEB liabilities and to
bring forward a recommendation to the City Council regarding funding the
trust(s) with a (total) initial contribution of up to $1 million, allocated
amongst City funds with a pension and/or OPEB obligation, as applicable,
and sufficient available resources, using available fund balance, as
needed. (Finance)

Temporary Use Permit Las Palmas 5K and 1 Mile Walk hosted by Las
Palmas Elementary School on June 10, 2017 from 7:45 a.m. to 12 p.m.
with no waiver of fees. (Neighborhood Services)

Temporary Use Permit Saint Anthony of Padua Festival at 1816 Harding
Avenue from June 10, 2017 to June 11, 2017 with no waivers of fees.
(Neighborhood Services)

Warrant Register #40 for the period of 03/29/17 through 04/04/17 in the
amount of $1,366,018.20. (Finance)

Warrant Register #41 for the period of 04/05/17 through 04/11/17 in the
amount of $2.275,163.62. (Finance)

PUBLIC HEARINGS

ORDINANCES FOR INTRODUCTION

ORDINANCES FOR ADOPTION

NON CONSENT RESOLUTIONS

12.

13.

Resolution of the City Council of the City of National City authorizing the
following actions to reallocate Capital Improvement Program (CIP) funding
for Historic Property Preservation: 1) release General Fund appropriations
in_the amount of $107,576.73 from the Plaza Boulevard Playhouse
Demolition project, as this project was completed under budget; and 2)
appropriate $107,576.73 to new General Fund CIP expenditure account
for Historic Property Preservation. (Engineering/Public Works)

Resolution of the City Council of the City of National City 1) authorizing the
filing of a project application in the amount of $2,539,000 for the Bayshore
Bikeway Segment 5B through the California Department of Natural
Resources Urban Greening Grant Program, which includes an “in-kind”
local match of $50,000 for staff project management, for a total project
cost of $2,589,000; and 2) authorizing the City Manager or designee to
execute the grant agreement if selected for funding. (Engineering/Public

Works)
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14. Resolution of the City Council of the City of National City 1) authorizing the
filing of a project application in the amount of $1,151,265 for Paradise
Creek Park through the California Department of Natural Resources
Urban Greening Grant Program, which includes a local match of
$1,331,312 funded through the Site Infrastructure Agreement with
Paradise Creek Il Housing Partners, L.P., "Phase |l Developer" for the
Westside Infill Transit Oriented Development (WI-TOD) project, for a total
project cost of $2,482,577; and 2) authorizing the City Manager or
designee to execute the grant agreement if selected for funding.
(Engineering/Public Works)

NEW BUSINESS

B. COMMUNITY DEVELOPMENT COMMISSION-HOUSING AUTHORITY

PUBLIC HEARINGS- HOUSING AUTHORITY

CONSENT RESOLUTIONS- HOUSING AUTHORITY

NON CONSENT RESOLUTIONS- HOUSING AUTHORITY
NEW BUSINESS- HOUSING AUTHORITY

C. REPORTS

STAFF REPORTS

MAYOR AND CITY COUNCIL
CLOSED SESSION REPORT
ADJOURNMENT

Regular Meeting of the National City City Council/Community
Development Commission - Housing Authority of the City of National City -
Tuesday - June 6, 2017 - 6:00 p.m. - Council Chambers - National City,
California

BUDGET SCHEDULE - FISCAL YEAR 2018

Budget Hearing - June 6, 2017 - 6:00 p.m.

CITY COUNCIL SUMMER LEGISLATIVE RECESS

July 4, 2017 - City Council Meeting - Dispensed With
July 18, 2017 - City Council Meeting - Dispensed With
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The following page(s) contain the backup material for Agenda Item: Proclaiming May 21
through May 27, 2017 as "National Public Works Week"
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The following page(s) contain the backup material for Agenda Item: Presentation on
Public Works Projects and Quality of Life Program. (Engineering/Public Works)
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Item

5/16/2017

PRESENTATION ON PUBLIC WORKS PROJECTS
AND QUALITY OF LIFE PROGRAM

(ENGINEERING/PUBLIC WORKS)
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The following page(s) contain the backup material for Agenda Item: Update on Alpha
Project Homeless Outreach and Pilot Program. (Neighborhood Services)
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ltem #
05/16/17

UPDATE ON ALPHA PROJECT HOMELESS OUTREACH
AND PILOT PROGRAM

(Neighborhood Services)

10 of 174




CC/CDC-HA Agenda
5/16/2017 — Page 11

The following page(s) contain the backup material for Agenda Item: Community Service

Day Summary. (Community Services)
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Community Service Day Summary
(Community Services)

12 of 174




CC/CDC-HA Agenda
5/16/2017 — Page 13

The following page(s) contain the backup material for Agenda Item: Motion of the City
Council of the City of National City approving the waiving of the reading of the text of
the Ordinances considered at this meeting and providing that such Ordinances shall be
introduced and/or adopted after a reading of the title only. (City Clerk)
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MOTION OF THE CITY COUNCIL OF THE CITY OF NATIONAL
CITY APPROVING THE WAIVING OF THE READING OF THE
TEXT OF THE ORDINANCES CONSIDERED AT THIS MEETING
AND PROVIDING THAT SUCH ORDINANCES SHALL BE
INTRODUCED AND/OR ADOPTED AFTER A READING
OF THE TITLE ONLY.

(City Clerk)
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The following page(s) contain the backup material for Agenda Item: Resolution of the

City Council of the City of National City: 1) accepting the work performed by Fordyce
Construction, Inc. for the Las Palmas Park Municipal Pool/Camacho Gym/ Fire Station
31 Improvements Project, CIP No. 16-02; 2) approving the final cont
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The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded
pension and/or OPEB liabilities and to bring forward a recommendation
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE: May 16, 2017 AGENDA ITEM NO.

ITEMTITLE:

Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension and/or
OPEB liabilities and to bring forward a recommendation to the City Council regarding funding the trust(s)
with a (total) initial contribution of up to $1 million, allocated amongst City funds with a pension and/or
OPEB obligation, as applicable, and sufficient available resources, using available fund balance, as
needed.

PREPARED BY: Mark Roberts, Director of Finance DEPARTMENT: Finance

PHONE: 619-336-4265 APPROVED BY: P and Zplits™
EXPLANATION:
See attached staff report.

FINANCIAL STATEMENT: APPROVED: ‘P el Zalz=%  Finance

ACCOUNT NO. APPROVED: MIS
See attached staff report.

ENVIRONMENTAL REVIEW:

This is not a project and, therefore, not subject to environmental review.

ORDINANCE: INTRODUCTION: FINAL ADOPTION:

STAFEF RECOMMENDATION:

Adopt the resolution, authorizing staift to proceed with the development of a recommendation to establish a trust or trusts to prefund its unfunded
pension and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding funding the trust(s) with a (total) initial
contribution of up to $1 million, allocated amongst City funds with a pension and/or OPEB obligation, as applicable, and sufficient available
resources, using available fund balance, as needed.

BOARD / COMMISSION RECOMMENDATION:
NA

ATTACHMENTS:

1. February 7, 2017 Fiscal Year 2018 Budget Priorities Workshop presentation (pension section)
2. February 28, 2017 Fiscal Year 2018 Budget Workshop presentation (pension & OPEB section)
3. Bartel Associates’ Pension and OPEB Executive Summary

4. Resolution
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City Council Staff Report
May 16, 2017

ITEM

Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension
and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding
funding the trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City
funds with a pension and/or OPEB obligation, as applicable, and sufficient available resources,
using available fund balance, as needed.

BACKGROUND

During the Fiscal Year 2018 Budget Priorities Workshop on February 7, 2017, staff provided the
City Council an overview of the City’s pension plans (collectively referred to in singular form
throughout the remainder of this staff report). The overview included the growth of the plan’s
net (unfunded) liability and associated contribution cost over the past ten years and recent
CalPERS developments which will accelerate the growth of the liability over the next several
years. Staff informed the Council a more refined and detailed analysis of the plan and options
available to prefund its obligation and/or the City’s other postemployment benefits (OPEB)
plan’s would be provided at the Fiscal Year 2018 Budget Workshop to be held on February 28,
2017.

At the February 28" workshop, Mary Beth Redding of Bartel Associates, the City’s pension and
OPEB actuarial consultant, provided a comprehensive analysis of the pension plan and an
overview of the OPEB plan, including the plans’ unfunded liabilities, and discussed prefunding
options for both plans, recommending establishing an irrevocable trust or trusts (if prefunding
both plans is desired) as the most prudent choice. Bartel Associates has reiterated its
recommendation in the executive summary it has prepared for the City regarding the City’s
pension and OPEB plans.

Having evaluated the prefunding options and consulted with Ms. Redding and John Bartel, the
president of Bartel Associates, who also recommends (an) irrevocable supplemental trust(s), staff
concurred with Ms. Redding’s and Mr. Bartel’s opinion and brought forward a recommendation
to Council at the April 25, 2017 Fiscal Year 2018 Budget Workshop to authorize the
establishment of an irrevocable trust (or trusts) with a total initial contribution of $1 million. To
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Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension
and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding
funding the trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City
funds with a pension and/or OPEB obligation, as applicable, and sufficient available resources,
using available fund balance, as needed.

May 16, 2017

assist the Council in making its decision regarding the recommendation, the Council directed
staff to prepare an analysis of the benefits and drawbacks of establishing the trust(s).

DISCUSSION & ANALYSIS

Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions, which became effective for fiscal years beginning after June
15, 2014, requires that a government employer which sponsors a defined benefit pension plan
must recognize a net pension liability (NPL) on the statement of net position within the
employer’s financial statements. For the City of National City, which implemented the
provisions of GASB 68 for the fiscal year ending June 30, 2015, the NPL totalled $88.1 million,
resulting in a restatement of assets which reduced the City’s beginning total net position from
$190.8 million to $108.9 million. As of the most recent measurement date, the NPL is $77.9
million. GASB Statement No. 75, which will become effective for fiscal years beginning after
June 15, 2017, will require an OPEB unfunded actuarial accrued liability (UAAL) to be placed
on the statement of net position similar to the net pension liability required by GASB 68. As of
the most recent valuation of the City’s OPEB plan, which is funded on a “pay-as-you-go basis,”
the UAAL is $4.0 million.

As discussed during the budget workshops, the City’s NPL has grown significantly over the past
ten years, and that growth is expected to accelerate due to the decrease in the discount rate
assumption recently announcement by CalPERS.

Increase Due to Discount Rate
Fiscal Year Projected Contribution Decrease
2018 $8,632,000 $ -
(baseline year)
2019
(1% year of discount rate reduction) $9,986,000 $309,262
2020 $11,449,000 $673,166
2021 $13,033,000 $1,582,117
2022 $14,279,000 $2,087,087
2023 $15,459,000 $2,629,789

The City’s OPEB UAAL is also expected to continue to increase. Therefore, it is imperative to
prefund the unfunded pension and OPEB liabilities to slow their growth, while funds are
available to do so.
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Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension
and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding
funding the trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City
funds with a pension and/or OPEB obligation, as applicable, and sufficient available resources,
using available fund balance, as needed.

May 16, 2017

Pension Trust Advantages

In addition to accelerating the reduction of the NPL, the expected benefits offered by
establishing and funding an irrevocable pension trust include:

1. Investment security with trust compared to CalPERS investment management, risk
appetite, and portfolio allocation.

2. Pension volatility mitigation — contributions from the trust may be transferred to
CalPERS at the City’s discretion to offset fluctuations in CalPERS’ required annual
contributions (i.e., rate stabilization).

3. Mitigation of the impact of the CalPERS plans becoming overfunded in the future,
thereby avoiding the Public Employees’ Pension Reform Act restriction on reduction of
annual contributions below the normal pension cost.

4. Investment flexibility with a trust, compared to restrictions on operating/surplus funds
investments. Sections 53600 et seq. of the California Government Code restricts the
types of securities in which surplus funds may be invested. Trust investments are less
restricted, allowing the City to select a higher risk tolerance level, if desired, in order to
realize greater long-term investment returns.

5. City maintains oversight of investment management, control over the risk tolerance level
of the portfolio, and monitoring of performance.

6. Assets in the trust may offset unfunded liabilities required to be reported on the City’s
financial statements pursuant to (applicable) GASB pronouncement/statement. (A recent
GASB exposure draft indicates this may not apply. However, since the funds would be
held in a trust, a separate fund would be established, clearly reflecting the amount of the
commitment to prefunding pension-related obligations in the City’s financial statements.)

7. Contributions may be started or stopped at any time, so they may be made only as needed
or when funds are available.

8. Flexibility to access trust assets at any time to pay the City’s pension obligations and
defray reasonable expenses associated therewith. (Trust assets may be used to offset
annual contributions.)

9. Potential for positive credit rating agency (bond rating) and investor consideration, as it is
viewed as a practical measure to reduce liabilities.

OPEB Trust Advantages

The benefits of establishing and funding an OPEB trust are similar to those of a pension trust.
However, since the City’s OPEB plan currently is funded on a pay-as-you-go basis, establishing
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Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension
and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding
funding the trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City
funds with a pension and/or OPEB obligation, as applicable, and sufficient available resources,
using available fund balance, as needed.

May 16, 2017

an irrevocable OPEB trust is not an alternative to making additional contributions to an existing
plan with assets, as a pension trust would be, but, instead, would provide for the commencement
of funding the City’s OPEB liabilities. Therefore, the benefits noted as an alternative to
additional CalPERS contributions or otherwise relating to the City’s CalPERS plan (#s 1-3) only
apply to a pension trust. All others are applicable to both pension and OPEB trusts, however.

Potential Trust Disadvantages

Because of the flexibility of pension trusts and OPEB trusts, there are no true disadvantages to
them. While funds to a trust may be viewed as “lost” for future use, since the assets of a trust
may be used to pay the City’s postemployment obligations and defray reasonable associated
expenses, they are available for such use at any time, freeing funds for allocation to other
expenses. In addition, because contributions to a trust may be terminated at any time, there is no
ongoing funding requirement. The City may choose to contribute funds only when available and
desired, and the assets of the trust may be depleted if they are needed (for their restricted
purposes). It is important to note, however, trust balances must be continually augmented to be
most effective, both as a vehicle to reduce unfunded liabilities and to ensure adequate assets are
available to offset annual contributions or for rate stabilization. The City’s current structural
deficit and fiscal outlook are likely to limit the ability to make additional contributions to a trust
in the near term.

Since trust assets would be invested to accelerate the reduction of the City’s unfunded pension
and/or OPEB liabilities, a risk of loss of principal exists. However, this risk exists, at some level,
if the assets are invested, whether they are held in a trust or not. In addition, Section 53600.3 of
the California Government Code requires governing bodies of local agencies making investment
decisions or persons authorized to make investment decisions on behalf of those local agencies to
adhere to the “Prudent Investor Standard,” which states investments must be managed in the
same manner as they would be by “a prudent person acting in a like capacity... to safeguard the
principal... of the City.” Therefore, as with most portfolios subject to the Prudent Investor
Standard or similar rule, any loss incurred is likely to be short-term, and long-term gains likely
will result from investment of the assets of the funds of the trust(s).

CONCLUSION

Currently, the City’s combined unfunded pension and OPEB liability totals $82.0 million and is
expected to increase significantly over the next several years, primarily due to CalPERS
contribution rate increases. It is imperative to develop a plan to address these costs to ensure
fiscal sustainability. Establishing and funding an irrevocable trust or trusts would provide
several benefits with no true downside. For this reason, several other governmental agencies
have implemented trusts as a measure to address their unfunded pension and OPEB obligations.
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Resolution of the City Council of the City of National City authorizing staff to proceed with the
development of a recommendation to establish a trust or trusts to prefund its unfunded pension
and/or OPEB liabilities and to bring forward a recommendation to the City Council regarding
funding the trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City
funds with a pension and/or OPEB obligation, as applicable, and sufficient available resources,
using available fund balance, as needed.

May 16, 2017

RECOMMENDATION

Staff recommends the City Council authorize staff to proceed with the development of a
recommendation to establish a trust or trusts to prefund its unfunded pension and/or OPEB
liabilities and to bring forward a recommendation to the City Council regarding funding the
trust(s) with a (total) initial contribution of up to $1 million, allocated amongst City funds with a
pension and/or OPEB obligation, as applicable, and sufficient available resources, using
available fund balance, as needed.

FISCAL IMPACT

If the Council approves the establishment and funding of an irrevocable pension and/or OPEB
trust(s), funds would be transferred to the trust(s) from City funds with a pension and/or OPEB
obligation, as applicable, and sufficient available resources to contribute to the trust. The
combined transfer would total up to a combined $1 million from all funds. Where sufficient
surplus revenues are not available for the transfers, the use of fund balance would be required.

The City’s General Fund would account for the majority of the funding for the trust(s).
ATTACHMENTS

Attachment 1 — February 7, 2017 Fiscal Year 2018 Budget Priorities Workshop presentation
(pension section)

Attachment 2 — February 28, 2017 Fiscal Year 2018 Budget Workshop presentation (pension &
OPEB section)

Attachment 3 — Bartel Associates’ Pension and OPEB Executive Summary

Attachment 4 — Resolution
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Fiscal Year 2018
Budget Priorities
February 7, 2017
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Overview of City’s Pension
Expenses and Recent
CalPERS Developments
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=25 Overview of City’s Retirement Plans
—

* City has two retirement plans with CalPERS
("PERS”)

— Safety Plan: Covers Police/Fire employees
« 120 active members
« 212 retired members
« 70 terminated members and transfers
— Miscellaneous Plan: Covers all other non-Safety
employees
« 179 active members
« 262 retired members
« 232 terminated members and transfers

* Both are "Defined Benefit Plans”™ — employees are
guaranteed certain level of pension benefits
— As opposed to “DefingdLantribution” 3
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NATIONAL Cry What Payments Does City Makes

““““““““““ to PERS Each Year?
S

« Each year, the City makes two types of
payments to PERS

— Normal Cost (NC) = Annual cost for current
employees

— Unfunded Accrued Liability (UAL): Actuarial
Liability MINUS Actuarial Value of Assets
* “How much we currently have vs. how much we
should have”

« This shortfall is not repaid all at once

— Similar to a mortgage or piece of debt, the UAL is
amortized over a longer period of time (typically 20 to 30
years) with the City paying down a portion each year
(principal and interest)
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NATIONAL CITy
SBH S PERS Cost Trends

Then ...
 PERS investment returns were robust (10%-+)

« Retirement plans were “Super-Funded” through the
1990s

— Earnings on funds were more than adequate to cover
retirement costs

Now ...
» Sluggish investment growth (<6%)

« Assumptions are changing

— EXxpected returns: 8.25% - 7.75% in 2003; 7.75% = 7.50% in
2013

— Mortality rates (people living longer)
« Unfunded liabilities are rapidly growing
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 QOver the
last
decade,
UAL has
grown
from
$20M to
over
$80M

City’s UAL has Grown Rapidly
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NATIONAL CITy Summary of Pension Costs

== (2007 through 2018)
B

PERS Payment Trends (FY 2007 through FY 2018)

 Over the
last $9,000,000 45%
decade, $8,000,000 40%
annual
pension $7,000,000 35% =
S,
costs have $6,000,000 s 2
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MEEYE™  Recent PERS Change — January 2017

CCCCCCCCCC

* Last month, PERS announced that it was further
reducing its discount rate assumption (i.e.
expected investment returns)

— The reduction from 7.50% to 7.00% will be phased in
over the next three years

« Estimated that UAL will increase 25% to =

$100M

— New increase will be re-paid (amortized) over 20 year
period
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NATIONAL CITY

S Estimated 30-Year Cost Projections

e
National City - CalPERS Projected Payments (UAL + Normal Cost)
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DDDDDDDDDD Takeaways/Moving Forward

2
 Pension costs will continue to increase over the

next 20 years

« City staff, Independent Actuary and Financial
Advisor will be refining pension cost estimates and
evaluating potential options to reduce long-term
costs

— Example: Section 115 Trust (alternative investment
vehicle solely dedicated to pension/OPEB expenses)

— City and team will return to Council in Spring 2017 to
discuss pension matters in more detall

« Planning for, and evaluating options to lower/manage,
these rising costs are critical for enhancing fiscal
sustainability of City and developing strategies to fund
critical projects

10

39 of 174




Est. UAL Payment Schedule

NATIONIAJL/E]TY o
DDDDDDDDDDDD (I n m | I | | O n S)
e
UAL Pa!yments UAL Increase/ % Difference % Change
Year Pre-Discount Payments (Decrease) (CalPERS from EY 2017
Rate Change |After Change Circular)
2017 $4.4 $4.4 $0.0 0% 0%
2018 S5.1 S5.1 S0.0 0% 15%
2019 S5.8 S5.9 S0.1 0% 33%
2020 $6.5 $6.8 S0.3 3% 54%
2021 $6.8 §7.5 S0.7 5% 69%
2022 §7.2 $8.2 S1.1 15% 85%
2023 S7.4 $8.9 S1.5 20% 99%
2024 57.6 $9.4 $1.8 25% 111%
2025 57.8 $9.9 S2.0 30% 122%
2026 57.8 $9.9 S2.1 40% 123%

11
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City Council Budget Workshop

Long-term Pension Liability and OPEB
Capital Improvement Program
Needs Assessment & Funding Options

February 28, 2017
[esorane ]




Pension & Other
Postemployment Benefits
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Community

Development

Operations

Public Safety

Asset management
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Pension funding

Fire/emergency
medical

& disposition deployment
strategies
Recreational Economic Training & Code
program delivery development development conformance
Housing Long-range .
Homeless outreach " financial Training
opportunities :
forecasting
Parking Historic resources | Technology
: : Technology
management preservation infrastructure
Volunteerism Infrastructure
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&

e Each year, the City makes two types of payments to
PERS

 Normal Cost (NC) = Annual cost for current employees

* Unfunded Accrued Liability (UAL): Actuarial Liability
MINUS Actuarial Value of Assets

* “How much we currently have vs. how much we should have”

* This shortfall is not repaid all at once

* Similar to a mortgage or piece of debt, the UAL is amortized over a
longer period of time (typically 20 to 30 years) with the City paying
down a portion each year (principal and interest)
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City’s UAL has Grown Rapidly

* Over the $90.000,000 VAL History
Laesza g e, $80,000,000
UAL has $70,000,000
grown $60,000,000
f rom $50,000,000
S 20M to $40,000,000
over S80M $30,000,000 ] I I

Safety Plan UAL

Miscellaneous Plan UAL

$20,000,000

$10,000,000



Surmmary of Pension Cos
(2007 through 201¢ )

 Over the PERS Payment Trends (FY 2007 through FY 2018)
last $9,000,000 45%
decade,
annua | $8,000,000 40%
pension $7,000,000 3% 3
costs have s
rown _$6,000,000 30% &
£ o
rom 2 $5,000,000 25% 2
about S4M 2
to n early o $4,000,000 20% E
SOM  $3,000,000 15% &
* As a % of $2,000,000 10% ©
payroll,
costs have 00000 %
Ffown $0 0%
rom 22% S & & NE A
to 38% '\9&\’» ’96\\’» ’&o“’\q’ ’»QQO’\’» ’&\9\ q9s“) '\9()'\ "9'\',”\ '19'\?‘\ '19\() '\9\"0 '»°<'\

B Normal Cost Payments Payments on UAL Total Payments as % of Payroll

Note: Normal Costs shown or] #6°t174 ent Employer portion (not Employee)




Takeaways/Moving Forward

 Pension & OPEB costs will continue to increase over
the next 20 years

e City staff evaluating potential options to reduce long-
term costs

e Example: irrevocable Section 115 trust(s) (alternative
investment vehicle solely dedicated to pension/OPEB
expenses)

 Planning for lowering/managing these rising costs are
critical for enhancing fiscal sustainability of City and
developing strategies to fund critical projects
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CIiTY OF NATIONAL CITY
B RTE] MISCELLANEOUS AND SAFETY PLANS

SSOCIATES, LLC

CalPERS Actuarial Issues — 6/30/14 Valuation
Preliminary Results

Presented by Mary Beth Redding, Vice President

Prepared by Bianca Lin, Assistant Vice President
Kevin Yang, Actuarial Analyst
Bartel Associates, LLC
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DEFINITIONS
]

—

B Present Value

® Value now of an amount to be
paid in the future

® Amount to be invested now that will
grow to the needed amount

® Higher interest rate/investment earnings
means lower present value.

B PVB - Present Value of all Projected Benefits:

® Discounted value (at valuation date - 6/30/14),
of all future expected benefit payments based on

various (actuarial) assumptions
M Actuarial Liability:

Present Value of Benefits
June 30,2014

Future Normal
Costs

Current Normal
Cost

Actuarial
Liability

® Discounted value (at valuation date) of benefits earned through valuation date

[value of past service benefit]
® Portion of PVB *earned” at measurement

M  Current Normal Cost:

® Portion of PVB allocated to (or “earned” during) current year
® Value of employee and employer current service benefit

(B4)
l February 28, 2017
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DEFINITIONS

)

Present Value of Benefits
June 30,2014

p N\ Unfunded PVB
Actuarial/
Liability \

(Unfundec
Liability)

Target- Have money in the bank to cover Actuarial Liability (past service)
Unfunded Liability - Money short of target at valuation date

Excess Assets / Surplus:
® Money over and above target at that point in time.
® Doesn’t mean you're done contributing.

M ONNIY

February 28, 2017 ATy
50 of 174
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How WE GOT HERE

— —
B [nvestment Losses
B Enhanced Benefits
®  (CalPERS Contribution Policy
B Demographics
@ —EMUOis —
February 28, 2017 51of174 NAE;_%&"
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HOw WE GOT HERE — INVESTMENT RETURN

30.00%

MVA

22.50%

m

Jai

A

v

/l
F

7.50% /
0.00%
-7.50%
-15.00%
-22.50%
-30.00% 19941 19951 199611997 [ 19981999 (20002001 | 200212003 |2004 [2005 [ 2006 [ 2007 2008 | 2009]12010|2011{2012[{2013 2014 |2015]2016
[-—.— MVA|2.0%[16.39415,39420.1%41 9,5%41 2.5%410.5%4-7 . 2%4-6.0%4 3. 7% |1 6.6%{1 2.3%41 1 9%418.8%4-5.1%4-24.0]1 3.3%21.7%40.1%[1 3.29418.4%24 2 4%] 0.6%
Above assumes contributions, payments, etc. received evenly throughout year.
)
[)‘ l -»k\‘omt—
' February 28, 2017 S2of174 N T
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How WE GOT HERE — ENHANCED BENEFITS

I

—

B At CalPERS, Enhanced Benefits implemented using all (future & prior) service

B Typically not negotiated with cost sharing

B National City W Tier | B Tier2 B PEPRA
® Miscellaneous 3% (@60 2% (@60 2% (@62
® Safety 3%@50 3%(@55 2.7%@57

@ February 28, 2017 530174 "‘ﬁ%’i‘i’"
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How WE GOT HERE —OLD CONTRIBUTION POLICY

W Effective with 2003 valuations:

® Slow (15 year) recognition of investment losses into funded status
® Rolling 30 year amortization of all (primarily investment) losses

M Designed to:
® First smooth rates and
® Second pay off UAL

M Mitigated contribution volatility

B

l February 28, 2017 54 of 174
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How WE GOT HERE -DEMOGRAPHICS

— .

B Around the State
® Large retiree liability compared to actives
® Declining active population

B City percentage of liability belonging to retirees:
® Miscellaneous  55%
® Safety 64%

B Mortality improvement

‘ l% l , e MO

February 28, 2017 S N T

e
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CALPERS CHANGES

B Contribution policy changes:

No asset smoothing
5-year ramp up for all amortization payments
First impact 15/16 rates; full impact 19/20

B Assumption changes:

Anticipate future mortality improvement
First impact 16/17 rates; full impact 20/21

B Risk Mitigation Strategy

Move to more conservative investments over time

Only when investment return is better than expected

Lower discount rate in concert

Essentially use =50% of investment gains to pay for cost increases
Likely get to drop discount rate 1% over = 20 years

B Study does not include 0.5% near-term discount rate drop

)

February 28, 2017

Phase-in from 18/19 to 24/25 rates.
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SUMMARY OF DEMOGRAPHIC INFORMATION - MISCELLANEOUS

r— —
1994 2004 2013 2014
Actives
®  Counts 142 183 179 177
B Average
e Age 41 43 48 47
o City Service 9 9 12 13
« PERSable Wages $36,300| $49,200| $53.,400| $53,400
B Total PERSable Wages (millions) 5.6 9.9 10.5 10.3
Receiving Payments
®m  Counts
e Service 122 199 203
o Disablity 10 12 12
o Beneficiaries 34 42 42
e Total 141 167 253 257
B Average Annual City Provided Benefit'
e Service $12,100| $20,300| $21,400
o Disability 6,400 6,300 6,400
o Service Retirements in last 5 years 21,800 24,300 28,700

' Average City provided pensions are based on City service & City benefit formula, and are not
representative of benefits for long service employees.

)

February 28, 2017
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PLAN FUNDED STATUS - MISCELLANEOUS

58 of 174

F— T
Present Value of Benefits Present Value of Benefits
June 30,2013 June 30,2014
TN Unfunded PYB y 2 N\ Unfunded PVB
\““"'i‘,l'/ A\ Actuarial N\
Liability l.iabillt'y' \
(Unfunded (Unfunde
Liability) Liability)
June 30, 2013 June 30, 2014
$ 34.800.000 Active AAL $  36.000.000
52.500.000 Retiree AAL 58.900.000
12,000,000 Inactive AAL 13,000,000
99,300,000 Total AAL 107,900,000
73.900.000  Market Asset Value 84.600.000
(25.400.000) (Unfunded Liability) (23.300.000)
(B l ) i
February 28,2017 B
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FUNDED STATUS (MILLIONS) - MISCELLANEOUS

100 -

80 -

60 -

1903 1 1905 11996 1 1997 1 1998 1 1999 1 2000 1 2001 | 2002 1 2003 | 20041 20081 2006 1 2007 1 2008 | 20094 20101 2011 1 2012) 2013 2014] 2018} 2016
I..\;!u.lnnll mbility 2 22 23 24 26 3?7 29 36 39 47 s) 5 L9 71 76 83 86 92 94 108 113 118
[.&Sukd.\ucl Value| 20 23 26 31 37 41 44 40 36 37 42 47 54 73 9 52 5% 70 74 85 35 83

6/30/15 & 6/30/16 funded status estimated

February 28, 2017

59 of 174

— CAMMONNIA —~
wridNierry

IACharon 180

27



CONTRIBUTION RATES - MISCELLANEOUS

— —
6/30/13 6/30/14
2015/2016 2016/2017
B Total Normal Cost 19.0% 19.2%
B Employee Normal Cost 7.9% 7.8%
B Employer Normal Cost 11.1% 11.4%
B Amortization Bases 12.1% 14.4%
B Total Employer Contribution Rate 23.1% 25.8%
B Amortization Period Multiple Multiple
B What Happened from 6/30/13 to 6/30/14:

@

2015/16 Rate
Asset Method Change (2™ Year)
Assumption Change (1 Year)

(Gains)/Losses
2016/17 Rate

February 28, 2017
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS

— "
B Market Value Investment Return:

® June 30,2014 18.4%

® June 30,2015 2.4%

® June 30,2016 0.61%"

® Future returns based on stochastic analysis using 1,000 trials

Single Year Returns at 25" Percentile 50" Percentile 75™ Percentile
® 7.5% Investment Mix 0.6% 7.5% 15.3%
® 6.5% Investment Mix 1.3% 6.5% 11.9%

No Other: Gains/Losses, Method/Assumption Changes, Benefit Improvements
Excludes Employer Paid Member Contributions (EPMC)

Tier 2 2@60 effective 3/22/2011

New hire assumptions:

® Assumes 50% of 2013 new hires will be Classic Members (2%(@60) and
50% will be New Members with PEPRA benefits.

® Assumes Classic Members will decrease from 50% to 0% of new hires
over 20 years.

> June 30, 2016 return based on CalPERS actual return 0.61%.

B l S

February 28, 2017 ATy

M huron a0
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS

50%

45%

40%

35%

30%

25% |

20%

15%

10%

5%

0%

@
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0 75th Percentile  “50th Percentile 25th Percentile
February 28, 2017
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS

)

e T
- Funded Status With Risk Mitigation
o
150%
125%
100%
75% ‘° L s 8
50% i bs‘«’*\;:;b:;':;. ;‘_-\"’:;" .;s*.;ﬁ" @.;* 9;* 9“‘&"‘ «"&" «°¢«° Sk
25%
0% .
75th Percentile  “*50th Percentile ~ © 25th Percentile

February 28, 2017
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS

M Estimated Impact of Discount Rate Change to 7.0%

® [ncrease in ultimate projected rates for 2024/25
® Miscellaneous plans

® Normal Cost 2.0%
® UAL 55
® Total 7.5%

® Standard Deviation 1%

@

February 28, 2017
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SUMMARY OF DEMOGRAPHIC INFORMATION — SAFETY

— r—
1994 2004 2013 2014
Actives
®  Counts 104 126 117 122
B Average
o Age 38 39 41 41
o City Service 11 11 12 12
 PERSable Wages $47,200| $68,500| $90,600| $89.,400
B Total PERSable Wages (millions) 5.4 9.5 11.6 11.9
Receiving Payments
®  Counts
e Service 44 104 104
o Disablity 17 85 85
o Beneficiaries 16 19 20
e Total 99 138 208 209
B Average Annual City Provided Benefit’
e Service $25,400| $41,100| $42,100
o Disability 20,600 32,800 33,300
o Service Retirements in last 5 years 30,000 48,700 52,200

3

representative of benefits for long service employees.

)
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PLAN FUNDED STATUS — SAFETY

66 of 174

—.l I_—
Present Value of Benefits Present Value of Benefits
June 30,2013 June 30,2014
_ /.,-'/ o S\ Unfunded PVB — & T\ Unfunded PVB
oo e ‘
(Unfunded (Unfunded
Liability) Liability)
June 30, 2013 June 30, 2014
$ 43,900,000 Active AAL $ 50.300.000
100.400.000 Retiree AAL 104.900.000
7.100.000 Inactive AAL 8.700.000
151.400.000 Total AAL 163.900.000
101.500.000  Market Asset Value 116.400.000
(49.900.000) (Unfunded Liability) (47,500,000)
1‘3 l e MO
February 28,2017 B

34



FUNDED STATUS (MILLIONS) — SAFETY

-
180
120
40 A
20 -
- —
1994 1 1998 1 19906 | 1997 ] 1998 ] 1999 | 2000 | 2001 | 2002 | 2003 § 2008 | 2008 | 20064 2007 J 2008 | 200941 20101 2011 ] 20121 2013 ] 2014] 2015 2016
@ Actuarial Lsability 32 34 46 42 47 Al 58 62 67 77 83 8 98 102 ] 113 | 122 | 129 | 140 | 146 | 18] 163 | 171 | 179
@)\ arket Asset Value| 33 37 42 S0 59 65 70 64 58 59 67 76 B4 99 b 70 79 95 92 100 16 | 117 | 118

February 28, 2017

6/30/15 & 6/30/16 funded status estimated
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CONTRIBUTION RATES — SAFETY

6/30/13 6/30/14
2015/2016 2016/2017

Total Normal Cost 29.0% 29.4%
Employee Normal Cost 9.0% 9.1%
Employer Normal Cost 20.0% 20.3%
Amortization Bases 23.0% 24.8%
Total Employer Contribution Rate 43.0% 45.1%
Amortization Period Multiple Multiple
What Happened from 6/30/13 to 6/30/14:

® 2015/16 Rate 43.0%

® Asset Method Change (2" year) 1.7%

® Assumption Change (1% year) 2.3%

® (Gain)/Losses (1.9%)

® 2016/17 Rate 45.1%

B l S

February 28, 2017 ATy
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CONTRIBUTION PROJECTIONS — SAFETY

— "
B Market Value Investment Return:

® June 30,2014 18.4%

® June 30,2015 2.4%

® June 30,2015 0.61%"

® Future returns based on stochastic analysis using 1,000 trials

Single Year Returns at 25" Percentile 50" Percentile 75™ Percentile
® 7.5% Investment Mix 0.6% 7.5% 15.3%
® 6.5% Investment Mix 1.3% 6.5% 11.9%

No Other: Gains/Losses, Method/Assumption Changes, Benefit Improvements
Excludes Employer Paid Member Contributions (EPMC)
Tier 2 3% @55 effective 3/18/10 for Police and 3/22/12 for Fire

New hire assumptions:

® Assumes 50% of 2013 new hires will be Classic Members (3% @55) and
50% will be New Members with PEPRA benefits.

® Assumes Classic Members will decrease from 50% to 0% of new hires
over 10 years

Y June 30, 2016 return based on CalPERS actual return of 0.61%.

B l S

February 28, 2017 ATy
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CONTRIBUTION PROJECTIONS — SAFETY
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CONTRIBUTION PROJECTIONS — SAFETY

Funded Status With Risk Mitigation

175%

150%

125%

100%

75%

50%

25% T T T 11 T L 1 T T T T L] T v T 12 T T T L L] T L] T T L] T Ll T L2 T 1
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75th Percentile  “50th Percentile . 25th Percentile

(B4)
{ February 28, 2017
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CONTRIBUTION PROJECTIONS — SAFETY

I

Estimated Impact of Discount Rate Change to 7.0%

® [ncrease in ultimate projected rates for 2024/25
® Safety plans

® Normal Cost 3.5%
® UAL 9.5
® Total 13.0%

® Standard Deviation 2.0%

)

February 28, 2017
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OPEB ESTIMATES

—

6/30/2014 actuarial valuation by Nyhart

B Actuarial assumptions reasonable, assuming premiums separately rated for

actives and early retirees

B Change to Entry Age cost method will be required for GASB 75 reporting.

B Discount Rate 4% 7%

m AAL @ 6/30/14 $4,030 $ 2,848
W Assets R PR
® Unfunded AAL 4,030 2,848

B Pre-funding means some benefits will be paid by investment earnings, not

employer contributions

® Higher discount rate, lower present value
® 4% discount rate if not funded
® 7% discount rate = expected long-term return on assets if full ARC is

contributed

)

February 28, 2017
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OPEB ESTIMATES
| T

Prefunding Estimates — Based on Roll-Forward of 6/30/14 Results
(Amounts in 000’s)

® Discount Rate 7%
m AAL @ 6/30/16 $ 3,157
m Assets’ __ 500
B Unfunded AAL 2,657
m 2016/17 ARC-$
e Normal Cost $ 124
e UAAL Amortization® 378
e Total ARC 502
® Projected Payroll 20,727
m 2016/17 ARC - %
e Normal Cost 0.6%
e UAAL Amortization 1.8%
e Total ARC 2.4%
m 2016/17 Pay-Go 178

> Assumes $500,000 contribution at 6/30/16
®  Level dollar amortization, 10-year fresh start from 2016/17
H l ~ MU 9NN —~
February 28, 2017 e
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PEPRA COST SHARING

—

Target of 50% of total normal cost for everyone

B New members (PEPRA members) must pay greater of 50% of total normal cost
or bargained amount if higher

Employer cannot pay any part of new member required employee contributions

B Employer may impose Classic employees pay 50% of total normal cost (limited
to 8% Misc./12% Safety) if not agreed through collective bargaining by 1/1/18

M Miscellaneous Plan

B
l February 28, 2017

50% Target

Employer Normal Cost 11.8%
Member Normal Cost 8.0%
Total Normal Cost

Classic Members New Members
Tier 1 Tier 2 Tier 3
3% @60 2% @60 2% @62
FAE1 FAE1 FAE3
7.0% 5.906%
8.0% 7.0% 6.750%
19.8% 14.0% 12.656%
9.4% 7.0% 6.328%
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PEPRA COST SHARING

B Safety Plan

B
l February 28, 2017 76 of 174

Classic Members

Tier 1 Tier 2
3% @50 3% @55

FAEI FAEI1
Employer Normal Cost 20.7% 18.4%
Member Normal Cost 9.0% 9.0%
Total Normal Cost 29.7% 27.4%
50% Target 14.85% 13.7%

New Members

Tier 3
2. 7% @S7
FAE3

12.077%
12.250%
24.327%
12.164%
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PAYING DOWN THE UNFUNDED LIABILITY

—

B Pension Obligation Bond (POB)
® Interest arbitrage between expected CalPERS earnings and rate paid on

POB

® Not guaranteed

B Borrow from General Fund
® Pay GF back like a loan
® Payments come from all funds

B Request shorter amortization period of CalPERS

® Higher short term payments

® [ ess interest and lower long term payments

B One time payments

® (City resolution to use portion of one time money

B
l February 28, 2017
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PAYING DOWN THE UNFUNDED LIABILITY

— —
B Internal Service Fund
® Restricted investments
O Likely low (0.5% - 1.0%) investment returns
OO Short term/high quality
0 Designed for preservation of principal
® Assets could be used by Council for other purposes
B [rrevocable Supplemental (§115) Pension Trust
® [nvestments significantly less restricted
® Assets could not be used by Council for other purposes
® (Can only be used to
O Reimburse City for CalPERS contributions
0 Make payments directly to CalPERS
I) l e MU N NA
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IRREVOCABLE SUPPLEMENTAL (§115) PENSION TRUST

M > 40 trusts established
B PARS, PFM & Keenan

B [nvestments significantly less restricted than City investment funds

® Likely much higher (5% - 7%) investment return, depending on

B GASB will almost certainly weigh in on certain accounting issues
® (Can Supplemental Pension Trust assets be included in Fiduciary Net

B
l February 28, 2017 79 of 174

Designed for long term returns

investments selected

Position? Based on current GASB discussions, likely “No.”

[f assets can be included would inclusion impact discount rate? Based on

current GASB discussions, likely “Yes.”
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IRREVOCABLE SUPPLEMENTAL (§115) PENSION TRUST

— "
B Parameters:
® [nitial seed money?
® Additional amount contributed in future years?
® Target budget rate?
O How much of CalPERS rates paid from Supplemental
Trust funds
® Year target budget rate kicks in?
O Before or after CalPERS rate exceeds budgeted rate?
B Comparison of additional $ to CalPERS vs. to Supplemental Trust
® $1 millionin2018/19
® 2.5% payroll starting 2019/20
® After 30 years, 111.1% funded @ CalPERS vs
110.6% with Supplemental Trust (50" percentile)
B l N2z
February 28, 2017 80 of 174 A TY
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IRREVOCABLE SUPPLEMENTAL (§115) PENSION TRUST

I

Initial 6/30/16 Fund Balance ($000) -
Stabilization Fund - Rate of Return 5.0% [ Miscellaneous Plan Rate Stabilization Fund Balance I
Target Rate 0.0%
_A8f17 _17/18 18/19 0 19/20 < 20/21 2422 < 22/23 2 23/24 _ 24/25 = 25/26 _ 26/27
End of Year Contribution ($000) - 333 - - - - - = - a %
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Executive Summary

CalPERS Actuarial Issues
June 30, 2014 Valuation
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
HIGHLIGHTS

The City of National City retained Bartel Associates to provide CalPERS-related actuarial
consulting services. This Executive Summary analyzes CalPERS Miscellaneous and Safety
pension plans to assist the City in evaluating the current funding situation:

B On April 17, 2013, CalPERS Board adopted a new contribution policy resulting in higher
employer rates with first impact in fiscal year 2015/16 and full impact in fiscal year
2019/20.

B On February 19, 2014, CalPERS Board adopted new actuarial assumptions resulting in
higher employer rates with first impact in fiscal year 2016/17 and full impact in fiscal
year 2020/21.

B On November 18, 2015, CalPERS Board adopted a funding risk mitigation policy. In
years with good investment return, CalPERS will shift some assets to less risky
investment with a lower expected return, thus requiring a lower discount rate. This will
help pay down CalPERS’ unfunded liability and reduce funding risk and volatility over
time. Because of the reduction in discount rate (see the next bullet), on February 14,
2017 CalPERS Board suspended the implementation of this policy until 2020/2021 and
revised the threshold investment return in order to trigger a discount rate reduction from
4% to 2%.

B On December 21, 2016, CalPERS Board approved lowering the discount rate assumption
from 7.50% to 7.00% over the next three years. The lowered discount rate of 7.375%
will be used in the June 30, 2016 valuation, resulting in higher employer contribution
rates for the 2018/19 fiscal year. As directed by the City, this report does not include
effects of a reduced discount rate.

B The City’s Miscellaneous plan had a June 30, 2014 Unfunded Actuarial Liability (UAL)
of $23.3 million and a 79% ratio of assets to liabilities (funded ratio).

B The City’s Safety plan had a June 30, 2014 UAL of $47.5 million and a 71% funded ratio.

To mitigate the impact of the resulting expected significant increases in CalPERS required
contribution rates, and to address the City’s obligation for postretirement healthcare benefits
(“OPEB”) our study recommends:
1. The City begin prefunding the OPEB obligation in order to benefit from future
investment returns. We list this first because:
0 A meaningful reduction in the OPEB liability occurs with smaller payments
0 Investing the OPEB funds using a strategy expected to produce long term returns in
excess of the current 4% discount rate will lower the OPEB liability, further reducing
the unfunded OPEB liability.
2. The City establish a supplemental pension trust for each CalPERS plan to reduce the
plans’ unfunded liabilities over time and to provide a more stable CalPERS contribution
rate.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
CALPERS INVESTMENT RETURNS

Historical

The following graph shows CalPERS market value investment returns over the past several
years:

30.00%

MVA

22.50%

. \ m
15.00% o N\

L 7 '-. { . f -w
nD00% ! - - | -

|} £ 1}
Lo ]
-7.50% | L
1
1
1
-1500%

-22.50%

-30.00%

L994|L99F 1996|1997 1008 | 1999|2000 | 2001 | 2002 | 2003 | 1004 (2005 | 2006 | 2007|1008 2000 2010|2011 | 2012|2015 |20L4 |201LF | 20LE
‘A |20%]L6.3541 5. 3000 18410 5041 2, Fed1 0. Fo4 7254 6 084 3 T |16 25%LL.9%L5 9% 5. 1% -24.0 13,5592 L. T%40. 1% 15 2 A%2 A% | 0.6%

}
g

The 2015 market value return was 2.4% and the 2016 market value return was 0.6%, based
on CalPERS June 30, 2015 and 2016 financial statements respectively.

CalPERS 10-year average annual return (July 1, 2006 through June 30, 2016) was 5.0%,
while their 20-year average annual return (July 1, 1996 through June 30, 2016) was 7.0%.

The above graph’s MVA line is the investment return CalPERS assets actually earned during
The fiscal years shown. Before 2013, the City contribution rates were determined based on
the Actuarial Value of Assets (AVA). As of April 17, 2013, the new CalPERS direct rate

smoothing contribution policy bases contributions on the actual value of assets (Market
Value of Assets or MVA) and eliminates AVA.
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CiTY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
CALPERS RECENT CHANGES

New Contribution Policy (Adopted April 17, 2013)

CalPERS Board adopted the new direct rate smoothing contribution policy to:

B Mitigate volatility generated by the asset corridor (under the old smoothing policy) when
extreme events happen

B Improve progress toward increased funded status

B Enhance transparency over the current method

B Recognize GASB 68 encourages more rapid funding by requiring a lower discount rate
when funding progress is too slow.

The new contribution policy:

B Smoothes employer contribution rates directly, rather than smoothing asset values and
hoping that will produce smooth contribution rates

B Uses MVA to determine the unfunded liability and set contribution rates, rather than
using a smoother (actuarial) asset value

B Sets fixed amortization periods for future gains and losses — 5-year ramp up plus 20 years
full payment plus 5-year ramp down (including the difference between MVA and AVA at
June 30, 2013)

W Sets fixed amortization periods for future assumption changes — 5-year ramp up plus 10
years full payment plus 5-year ramp down

m Converts all existing contribution rate amortization bases that use rolling amortization
periods to fixed periods.

The new contribution policy will have the following impact:

W Year-to-year rate changes will be somewhat higher in most years, but lower in years with
extreme market events

B Funded status will improve faster — all gains/losses will be fully amortized and paid for
30 years after they occur

B Employer rates will go up, beginning in 2015/16.

New Actuarial Assumptions (Adopted February 19, 2014)

CalPERS Board adopted the new assumptions based on their asset liability management

study and new experience study.

B No change to the discount rate assumption of 7.5%

B The most significant change for demographic assumptions is anticipated future mortality
improvement; for example, a person age 70 today having a shorter life expectancy than
someone age 70 in 30 years.

The new actuarial assumptions will have the following impact:

B Since retirees will be projected to live longer and collect their pensions longer, employer
contribution rates will go up

B The new assumptions will be used to set 2016/17 rates, with the resulting liability
increase calculated in the 2014 valuation and amortized over 20 years (5-year ramp up
and ramp down).

@
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CiTY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
CALPERS RECENT CHANGES

New Risk Mitigation Policy (Adopted November 18, 2015)
CalPERS Board adopted the new risk mitigation policy to:

B Reduce expected volatility of investment returns to 8% in 21 years
B Improve progress toward increased funded status

B Minimize increases above projected employer contribution rates.

The new risk mitigation policy:

B Lowers the discount rate by 0.05% - 0.25% in years when investment returns exceed the
discount rate by 4% or more

B Uses investment gains to pay for future cost increases.

The new risk mitigation policy will have the following impact:

B The 4% threshold would offset increases to employer rates that would otherwise increase
when the discount rate is lowered

B Funded status will improve faster — investment gains will be used to help pay down
CalPERS’ unfunded liability

B Employer rates will not be lowered in years of good investment returns.

Because of the reduction in discount rate (see the next paragraph), on February 14, 2017
CalPERS Board suspended the implementation of the risk mitigation policy until 2020/2021
and revised the threshold investment return in order to trigger a discount rate reduction from
4% to 2%.

New Discount Rate Assumption (Adopted December 21, 2016)

CalPERS Board approved lowering the discount rate assumption based on the mid cycle
review of their asset liability management study and changing market conditions to:

B Strengthen the long-term sustainability of the fund

Increase the likelihood of CalPERS investments earning the rate of return

Reduce negative cash flows caused by more retirees

Reduce the probability of funded ratios falling below undesirable levels

Reduce the risk of employer rate increases due to the volatility of investment markets.

The new discount rate assumption will have the following impact:

B The lowered discount rate of 7.375% will be used in the June 30, 2016 valuation, 7.25%
in the June 30, 2017 valuation, and 7.00% in the June 30, 2018 valuation and onward

B Employer rates will increase, beginning in 2018/19 fiscal year

B Risk mitigation suspended until the June 30, 2018 valuation.

Please note this report did not take into account the impact of lowering discount rates from
June 30, 2016 through June 30, 2018 valuations.

@
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
MISCELLANEOUS PLAN

Projected contributions in the next sections incorporate the new contribution policy and
actuarial assumptions but not the discount rate reductions adopted by CalPERS Board on
December 21, 2016.

The City applies the 3% @ 60 benefit formula to Miscellaneous Tier 1 employees; those
hired after March 22, 2011 receive the Tier 2, 2% (@ 60 benefit formula. Beginning January
1, 2013, the City applies the 2% @ 62 PEPRA formula to all new members; Classic Tier 2
members receive the 2% @ 60 formula.

Funded Status

The following two graphs show the City’s Miscellaneous plan funded status - first as a
percent of MVA, then comparing Actuarial Accrued Liability (AAL) to MVA (June 30,
2015 and June 30, 2016 asset values are estimated).

Having assets equal to AAL should be viewed as a target; while it’s an appropriate
measuring stick, assets move sometimes above and sometimes below this amount. The
funded ratio is subject to annual fluctuations based on numerous factors including asset and
actuarial (non-asset) gains and losses. This becomes a concern only if the plan is consistently
underfunded or runs the risk of not being able to pay benefits.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
MISCELLANEOUS PLAN

The funded ratio on an MVA basis best represents how well funded the plan is. The
following graph shows the plan’s historical AAL and MV A (in millions).

120 -

100 A

60 A

40

1994 1199511996 1997 11998 ] 1999 12000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 20091 2010 | 2011 | 2012] 20131 2014 2015 [ 2016
B Actuarial Liability 22 22 23 24 26 27 29 36 39 47 51 55 59 71 76 83 86 92 94 99 108 | 113 | 118
B Market Asset Value| 20 23 26 31 37 41 44 40 36 37 42 47 54 73 69 52 58 70 67 74 85 85 83

90 of 174




CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
MISCELLANEOUS PLAN

Contribution Rates

The next graph shows historical contribution rates for the City’s Miscellaneous plan over the
past several years. You can see the Normal Cost rate, for benefits accruing during the year,
has been relatively stable for the past decade, while the total contribution rate, reflecting

payments on the UAL, has increased dramatically.
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Projected Contribution Rates

CalPERS actual investment return will significantly affect City contribution rates. The
following graphs show the City’s projected contribution rates, assuming future (beyond

June 30, 2016) investment returns, will average 0.6%, 7.5%, and 15.3% for the 25", 50" and
75" confidence levels' respectively, with CalPERS’ current investment allocation, and 1.3%,
6.5%, and 11.9% (25", 50", and 75" percentiles, respectively) when the risk mitigation
strategy is complete.

Projections are based on these assumptions:

B 50% of 2013 new hires will be classic members (laterals).

B 50% of 2013 new hires will be new members with PEPRA benefits.

B Classic members will decrease from 50% to 0% of new hires over 20 years.

! Reflects the likelihood actual investment return will exceed confidence level.

an

91 of 174




CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
MISCELLANEOUS PLAN

The graphs below show contribution rate projections and the Plan’s projected funded status
assuming no future gains or losses, and do not reflect the recent decrease in CalPERS
discount rate to 7.0%.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
POLICE AND FIRE SAFETY PLAN

The City applies the 3% @ 50 benefit formula to Police and Fire Safety Tier 1 employees.
Police employees hired after March 8, 2010 and Fire employees hired after March 22, 2012
receive the Tier 2, 3% @ 55 benefit formula. Beginning January 1, 2013, the City applies the
2.7% @ 57 PEPRA formula to all new members; Classic Tier 2 members receive the

3% @ 55 formula.

Funded Status

The following two graphs show the City’s Police and Fire Safety plan funded status — first as
a percent of MV A, then comparing AAL to MVA (June 30, 2015 and June 30, 2016 asset
values are estimated).

Having assets equal to AAL should be viewed as a target; while it’s an appropriate
measuring stick, assets move sometimes above and sometimes below this amount. The
funded ratio is subject to annual fluctuations based on numerous factors including asset and
actuarial (non-asset) gains and losses. This becomes a concern only if the plan is consistently
underfunded or runs the risk of not being able to pay benefits.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
POLICE AND FIRE SAFETY PLAN

The funded ratio on an MV A basis best represents how well funded the plan is. The
following graph shows the plan’s historical AAL and MVA (in millions).
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
POLICE AND FIRE SAFETY PLAN

Contribution Rates

The next graph shows historical contribution rates for the City’s Police and Fire Safety plan
over the past several years. You can see the Normal Cost rate, for benefits accruing during
the year, has increased slightly over the past decade while the total contribution rate,

reflecting payments on the UAL, has increased dramatically.
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Projected Contribution Rates

CalPERS actual investment return will significantly affect City contribution rates. The
following graphs show the City’s projected contribution rates, assuming future (beyond

June 30, 2016) investment returns, will average 0.6%, 7.5%, and 15.3% for the 25", 50" and
75" confidence levels® respectively, with CalPERS’ current investment allocation, and 1.3%,
6.5%, and 11.9% (25", 50", and 75" percentiles, respectively) when the risk mitigation
strategy is complete.

Projections are based on these assumptions:

B 50% of 2013 new hires will be classic members (laterals).

B 50% of 2013 new hires will be new members with PEPRA benefits.

B Classic members will decrease from 50% to 0% of new hires over 10 years.

2 Reflects the likelihood actual investment return will exceed confidence level.
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CITY OF NATIONAL CITY

CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION

POLICE AND FIRE SAFETY PLAN

The graphs below

show contribution rate projections and the Plan’s projected funded status

assuming no future gains or losses, and do not reflect the recent decrease in CalPERS
discount rate to 7.0%.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
SUPPLEMENTAL PENSION TRUST

The City has many options available to facilitate reducing the CalPERS unfunded liability
and/or to mitigate expected volatility of future CalPERS contribution rates. Most of the
options are have at least one drawback. In our opinion, the vehicle the City should consider
is a Supplemental Pension Trust, qualified under Section 115 of the Internal Revenue Code.

The Trust has the following characteristics:

B Funds deposited into the trust are irrevocable

B Trust funds can be used only to pay CalPERS directly or to reimburse the City for
CalPERS contributions

W Assets are not restricted in the same way as the City’s funds. Prudent investments could
be expected to earn 5% to 6% or more in the long run.

B Funds can be deposited into the trust at the City’s option; contributions are not required
or mandated in any year

B Based on guidance in GASB Exposure Drafts, we do not believe trust assets will be able
to offset the net pension liability in the City’s financial statements. However, the funds
will be a City asset and can be disclosed in the financial statement notes.

We have modeled a Supplemental Pension Trust for each plan. Under the scenarios modeled,
the City would budget a contribution rate 2.5% of payroll higher than the projected CalPERS
contribution rate. Each year, the City would then pay the total budgeted amount, with any
excess over the actual amount billed by CalPERS being deposited to the supplemental trust,
and any shortfall (if the required CalPERS contribution is higher than the budgeted amount)
being paid from the trust.
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
SUPPLEMENTAL PENSION TRUST

The model below for the Miscellaneous plan assumes an initial contribution of $333,000 in
the first year, and a budgeted contribution (the orange line below) 2.5% of payroll higher
than the projected CalPERS contribution rate (the green line below).

The top chart shows the projected balance in the supplemental trust, assuming assets earn 5%
per year. The 25™ and 75" percentile markers indicate the potential variation in fund balance
caused by CalPERS required contributions being higher or lower than the estimated amounts.

Since the supplemental trust balance is expected to remain positive at the 50" percentile, this
indicates that the City has a high likelihood of using the trust to keep total contributions at
the budgeted level and in addition, to set aside funds that reduce the City’s total pension
liability.

Initial 6/30/16 Fund Balance {$000)

Stabilization Fund - Rate of Return 5.0% | Miscellaneous Plan Rate Stabilization Fund Balance ‘
Target Rate 0.0%
16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 2425 25/26 26/27
End of Year Contribution ($000) - 333 - - - - - - - - -
Additional Contribution - % of pay 0.0% 0.0% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Budget - CalPERS Rate 25.8% 27.5% 32.9% 35.8% 37.4% 39.3% 40.6% 41.3% 41.9% 40.2% 40.5%
Pay (Budget-CalPERS) To/(From) Trust N N N N N N N N N N N
Supplemental Trust Balance
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CITY OF NATIONAL CITY
CALPERS ACTUARIAL ISSUES — JUNE 30, 2014 VALUATION
SUPPLEMENTAL PENSION TRUST

The model below for the Safety plan assumes an initial contribution of $667,000 in the first
year, and a budgeted contribution (the orange line below) 2.5% of payroll higher than the
projected CalPERS contribution rate (the green line below).

The top chart shows the projected balance in the supplemental trust, assuming assets earn 5%
per year. The 25™ and 75" percentile markers indicate the potential variation in fund balance
caused by CalPERS required contributions being higher or lower than the estimated amounts.

Since the supplemental trust balance is expected to remain positive at the 50" percentile, this
indicates that the City has a high likelihood of using the trust to keep total contributions at
the budgeted level and in addition, to set aside funds that reduce the City’s total pension
liability.

Initial 6/30/16 Fund Balance {$000)

stabilization Fund - Rate of Return 5.0% | Safety Plan Rate Stabilization Fund Balance ‘
Target Rate 0.0%
16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27
End of Year Contribution ($000) - 667 - - - - = B = -
Additional Contribution - % of pay 0.0% 0.0% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Budget - CalPERS Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Pay (Budget-CalPERS) To/(From) Trust N N N N N N N N N N N
Supplemental Trust Balance
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CITY OF NATIONAL CITY
OPEB PLAN ISSUES

The actuarial firm Nyhart performed the June 30, 2014 actuarial valuation of the City’s
OPEB benefits. Bartel Associates has estimated the current impact of this program, based on
that valuation and assuming medical premiums are separately rated (unblended) for active
employees and pre-Medicare retirees.

Bartel Associates recommends that employers prefund their OPEB liability. There are
several reasons for this:
B Demonstration to stakeholders that the City recognizes the obligation and is addressing it
B Impact: the OPEB plan’s funded status can be improved more significantly with less
money
B Taxpayer equity: those who benefit from employee’s services fund the employee’s pay
and benefits
B Financial effects:
® Some benefits will be paid by investment earnings rather than employer contributions
® This expectation is reflected in the use of a discount rate equal to the fund’s expected
investment earnings.
® Assuming the City selects an investment strategy which is expected to produce higher
returns in the long run than the City’s investments, the discount rate would be higher.
® A higher discount rate lowers the present value of the liabilities. For example, the
liability using a 7% discount rate (funded) is about 30% lower than using a 4%
(unfunded) rate.

The following chart illustrates the OPEB Plan’s estimated June 30, 2016 funded status and
recommended contributions, assuming it is prefunded in a trust assumed to earn 7% per year
with an initial payment of $500,000.

The estimated pay-as-you-go cost is the amount of benefit payments we project would be due
in 16/17 and is the amount the City would pay under its current non-prefunding strategy.

The recommended contribution shown below is the total contribution that would be recorded
by the City as paid to the plan. Ifthe City continues to pay benefits to retirees directly, rather
than from the trust, the trust contribution should be reduced by benefit payments to the net
amount of $$324,000.

(Amounts in 000’s)

B Estimated actuarial accrued liability @ 6/30/16 $ 3,157
B Assets 500
B Estimated unfunded AAL 2,657
B 2016/17 Recommended Contribution

® Normal cost $124

e UAAL amortization 378

e Total ARC 502
B Projected payroll $ 20,727
B 2016/17 Recommended contribution (% of payroll) 2.4%
B 2016/17 Estimated pay-as-you-go cost $ 178

an
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CALPERS ACTUARIAL ISSUES — JUNE 30,2014 VALUATION
PEPRA SUMMARY

The California Legislature passed and the Governor signed AB 340 in 2012 — commonly
called the California Public Employees’ Pension Reform Act of 2013. Highlights of PEPRA
follow:
B New Members — Generally, employees hired after January 1, 2013 who did not
previously participate in a reciprocal retirement system.
B Pension Formulas for New Members
® Miscellaneous — 2.5% (@ 67; earliest service retirement age 52
® Safety —2% @ 57,2.5% @ 57 and 2.7% (@ 57, earliest service retirement age 50.
B Plan Compensation Limit for New Members
e $113,700 (100% of 2013 Social Security Wage Base, $118,775 for 2017)
® $136,440 (120% for members not in Social Security for 2013, $142,530 for 2017)
® Increasing annually with CPI
® Employers can provide a defined contribution plan for pay above the limit.
B Final Compensation for New Members
® Highest average plan compensation over 36 consecutive months
® Plan compensation is the normal monthly rate of pay or base pay.
B Benefit Enhancements
® Benefit enhancements after January 1, 2013 apply only to future service
® No limits on COLAs.
B Safety Industrial Disability
® Increase in benefit for those under 50 with long service
® Trial period ending January 1, 2018.
B Supplemental Defined Benefit Pension Plans
® Employer cannot adopt a supplemental defined benefit pension plan after January 1,
2013
® New employees cannot participate in existing plan.
B Pension Holidays
® Total employer and employee contributions cannot be less than the normal cost.
B Air Time Service Purchase
® Eliminated for all members January 1, 2013.
B Other Postemployment Employee Benefits
® An employer cannot provide better vesting schedule to unrepresented employees than
to represented employees
® Law is unclear whether it applies:
o Only to vesting schedule or also to the amount of benefit provided
o To new members, existing members, and/or current retirees.
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PEPRA SUMMARY

B Cost Sharing

® Target of 50% of total normal cost sharing for all employees

® New members must pay greatest of 50% of total normal cost, amount paid by similar
current members or bargained amount if higher

® Employers cannot pay any part of new member required employee contributions

® Employer may impose Classic employees pay 50% of total normal cost (limited to
8% Miscellaneous, 12% Safety) if not agreed through collective bargaining by
January 1, 2018.

B Miscellaneous Plan Total Normal Cost:

Current Members New Members
Tier 1 Tier 2 PEPRA
FAE 1 FAE 1 FAE 3

® Employer Normal Cost 11.8% 7.0% 5.91%

® Member Normal Cost 8.0% 7.0% 6.75%

® Total Normal Cost 19.8% 14.0% 12.66%

® 50% Target 9.4% 7.0% 6.33%

B Safety Plan Total Normal Cost:

Current Members New Members
Tier 1 Tier 2 PEPRA
FAE 1 FAE 1 FAE 3

® Employer Normal Cost 20.7% 18.4% 12.08%

® Member Normal Cost’® 9.0% 9.0% 12.25%

® Total Normal Cost 29.7% 27.4% 24.33%

® 50% Target 14.85% 13.7% 12.17%
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PEPRA SUMMARY
Benefit Factor Comparison
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Retirement Age

PEPRA
Age 15% @65 2% @60 2% @55 2.5% @55 2.7% @55 3% @60 2% @ 62

50 0.500% 1.092% 1.426%  2.000% 2.000% 2.000% n/a

51 0.567 1.156 1.522 2.100 2.140 2.100 n/a
52 0.633 1.224 1.628 2.200 2.280 2.200 1.000%
53 0.700 1.296 1.742 2.300 2.420 2.300 1.100
54 0.767 1.376 1.866 2.400 2.560 2.400 1.200
55 0.833 1.460 2.000 2.500 2.700 2.500 1.300
56 0.900 1.552 2.052 2.500 2.700 2.600 1.400
57 0.967 1.650 2.104 2.500 2.700 2.700 1.500
58 1.033 1.758 2.156 2.500 2.700 2.800 1.600
59 1.100 1.874 2.210 2.500 2.700 2.900 1.700
60 1.167 2.000 2.262 2.500 2.700 3.000 1.800
61 1.233 2.134 2.314 2.500 2.700 3.000 1.900
62 1.300 2.272 2.366 2.500 2.700 3.000 2.000
63 1.367 2.418 2.418 2.500 2.700 3.000 2.100
64 1.433 2.418 2.418 2.500 2.700 3.000 2.200
65 1.500 2.418 2.418 2.500 2.700 3.000 2.300
66 1.500 2.418 2.418 2.500 2.700 3.000 2.400
67 1.500 2.418 2.418 2.500 2.700 3.000 2.500
Member Contribution Rate
2% 7% 7% 8% 8% 8% ~6.5%

A
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PEPRA SUMMARY
Benefit Factoy Comparison
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Retirement Age

PEPRA PEPRA PEPRA
Age 2% @55 2% @50 3% @55 3% @50 2% @57 2.5% @57 2.7% @57

50 1.426% 2.00% 2.40% 3.00% 1.43% 2.00% 2.00%
51 1.522 2.14 2.52 3.00 1.51 2.07 2.10
52 1.628 2.28 2.64 3.00 1.59 2.14 2.20
53 1.742 2.42 2.76 3.00 1.67 2.21 2.30
54 1.866 2.56 2.88 3.00 1.75 2.29 2.40
55 2.000 2.70 3.00 3.00 1.84 2.36 2.50
56 2.000 2.70 3.00 3.00 1.92 2.43 2.60
57 2.000 2.70 3.00 3.00 2.00 2.50 2.70
58 2.000 2.70 3.00 3.00 2.00 2.50 2.70
59 2.000 2.70 3.00 3.00 2.00 2.50 2.70
60 2.000 2.70 3.00 3.00 2.00 2.50 2.70
Member Contribution Rate
7% 9% 9% 9% =9.5% =11.0% =12.3%
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DEFINITIONS

Actuarial Accrued Liability (AAL): This represents the portion of the PVB that
participants have earned (on an actuarial, not actual, basis) through the valuation date.

Actuarial Value of Assets (AVA): Smoothed MVA usually used to determine contribution
rates (smoothing mitigates investment return volatility from one year to the next).

Contribution Rate: CalPERS does not require a city to make up any shortfall (unfunded
liability) immediately, nor do they allow an immediate credit for any excess assets. Instead,
the difference is amortized over time. A city’s contribution rate is the Current Employer
Normal Cost, plus the amortized unfunded liability or less the amortized excess assets. In
other words, it’s the value of employer benefits earned during the year plus something to
move the plan toward being on track for funding. There is a 2-year delay from the valuation
date to contribution effective date. For example, the June 30, 2014 valuation generates a
city’s fiscal year 2016/17 contribution. CalPERS instituted this delay a few years ago to
ensure public agencies would have contribution rates as they begin their budgeting process
for each fiscal year.

Current Employer Normal Cost: The total normal cost represents the portion of the PVB
expected to be earned (on an actuarial, not actual, basis) in the coming year. Current
Employer Normal Cost represents the employer’s portion of total normal cost — that is, the
total normal cost offset by employee contributions.

Present Value of Benefits
Future
Normal
——— Costs

T Current

/ ‘] Normal
| Cost

Actuarial |
Accrued
Liability

The above graph shows PVB as the sum of AAL, Current Employer Normal Cost, and
future normal costs. Once these amounts are calculated, the actuary compares actuarial
assets to the AAL. When assets equal liabilities, a plan is considered on track for funding.
When assets are greater than liabilities, the plan has excess assets; when assets are less than
liabilities, the plan has an unfunded liability.

Market Value of Assets (MVA): The actual value of plan assets based on their price if sold.

an
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DEFINITIONS

Present Value of Benefits (PVB): When CalPERS (or any actuary) prepares a pension
valuation, they first gather participant data (active employees, former employees not in
payment status, participants and beneficiaries in payment status) at the valuation date (for
example June 30, 2014). Using this data and actuarial assumptions, they project benefit
payments. (The assumptions predict, among other things, when people will retire, terminate,
die or become disabled, as well as what salary increases, inflation and investment return
might be.) Those future benefit payments are discounted, using expected investment return,
back to the valuation date. This discounted present value is the plan’s PVB. It represents the
amount the plan needs as of the valuation date to pay all future benefits — if all assumptions
are met and no future contributions (employee or employer) are made.

Unfunded Actuarial Liability (UAL): The difference between the AAL and the MVA. This
difference is the portion of the AAL that has not yet been funded.
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CC/CDC-HA Agenda
5/16/2017 — Page 107

The following page(s) contain the backup material for Agenda Item: Temporary Use
Permit Las Palmas 5K and 1 Mile Walk hosted by Las Palmas Elementary School on
June 10, 2017 from 7:45 a.m. to 12 p.m. with no waiver of fees. (Neighborhood
Services)
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CC/CDC-HA Agenda
5/16/2017 — Page 127

The following page(s) contain the backup material for Agenda Item: Temporary Use
Permit Saint Anthony of Padua Festival at 1816 Harding Avenue from June 10, 2017 to
June 11, 2017 with no waivers of fees. (Neighborhood Services)
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CC/CDC-HA Agenda
5/16/2017 — Page 146

The following page(s) contain the backup material for Agenda Item: Warrant Register
#40 for the period of 03/29/17 through 04/04/17 in the amount of $1,366,018.20.

(Finance)
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CC/CDC-HA Agenda
5/16/2017 — Page 153

The following page(s) contain the backup material for Agenda Item: Warrant Register
#41 for the period of 04/05/17 through 04/11/17 in the amount of $2,275,163.62.

(Finance)
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CC/CDC-HA Agenda
5/16/2017 — Page 160

The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City authorizing the following actions to reallocate
Capital Improvement Program (CIP) funding for Historic Property Preservation: 1)
release General Fund appropriations in the amount of $107,576.73 f
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE:  May 16, 2017 AGENDA ITEM NO.

ITEM TITLE:

Resolution of the City Councii of the City of National City authorizing the following actions to reallocate
Capital Improvement Program (C!P) funding for Historic Property Preservation: 1) reiease General
Fund appropriations in the amount of $107,576.73 from the Plaza Boulevard Playhouse Demolition
project, as this project was completed under budget; and 2) appropriate $107,576.73 to new General
Fund CIP expenditure account for Historic Property Preservation.

PREPARED BY: Stephen Manganiello DEPARTMENT: Engineering/Public Works
PHONE:  (619) 336-4382 APPROVED BY- %) /é . {
EXPLANATION:

See attached.

FINANCIAL STATEMENT: APPROVED: m

ACCOUNT NO. APPROVED: MIS

Release $107,576.73 from account # 001-409-500-498-1177 (Plaza Boulevard Playhouse Demoliticr)
Appropriate $107,576.73 to account # 001-409-500-498-1176 (Historic Property Preservation)

ENVIRONMENTAL REVIEW:
N/A

ORDINANCE: INTRODUCTION: FINAL ADOPTION:

STAFF RECOMMENDATION:
Adopt Resolution reallocating CIP funding for Historic Property Preservation.

BOARD / COMMISSION RECOMMENDATION:
N/A

ATTACHMENTS:
1. Explanation
2. Resolution
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CC/CDC-HA Agenda
5/16/2017 — Page 163

The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City 1) authorizing the filing of a project application
in the amount of $2,539,000 for the Bayshore Bikeway Segment 5B through the
California Department of Natural Resources Urban Greening Grant Prog
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CC/CDC-HA Agenda
5/16/2017 — Page 171

The following page(s) contain the backup material for Agenda Item: Resolution of the
City Council of the City of National City 1) authorizing the filing of a project application
in the amount of $1,151,265 for Paradise Creek Park through the California Department
of Natural Resources Urban Greening Grant Program, which i
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